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April 25, 1996 
The Honorable Joseph Duffey, Director 


In accordance with the Inspector General Act of 1978, as amended, I am 

our semiannual report for the period October 1, 1996 through March 31, 1996. The 
act requires that you transmit this report within 30 days of receipt to the appropriate 
committees of Congress with any comments that you wish to make. 


The Office of Inspector General (OIG), as an independent evaluative resource, 
continued to focus its efforts on activities that could best help USIA achieve its goals, 
while simultaneously fulfilling OIG’s mandate to promote economy and efficiency, and 
to prevent waste, fraud, and abuse. During this reporting period, OIG issued 15 audit 
and inspection reports that addressed program management, financial management, 
SE, LOSS aS Sa ee 

of questioned costs and funds put to better use having a potential monetary impact 
of $2.8 million. OIG also initiated five investigations and closed 27 during the period. 


Legislation is pending that would merge USIA’s OIG with the Department of State's 
OIG. This pending legislation may become law during the next reporting period. Until 
this office is merged by legislation, we will continue to function under the full 
authority of the Inspector General Act. 


\ 


INSPECTOR GENERAL ACT OF 1978 


In order to create independent and objective units ... there is hereby established 
in each of such establishments an office of Inspector General. 


Duties and Responsibilities: 


(a) It shall be the duty and responsibility of each Inspector General with 
respect to the establishment with which his or her Office is established... 


(1) to provide policy direction for and to conduct, supervise, and 
coordinate audits and investigations relating to the programs 
and operations of such establishment: 


(3) to recommend policies for and to conduct, supervise, or coordinate 
other activities carried out or financed by such establishment for the 
purpose of promoting economy and efficiency in the administration of, 

or preventing and detecting fraud and abuse in, its programs and operations. 


(5) to keep the head of such establishment and the Congress fully and 
currently informed, by means of the reports required in section 5 and 
otherwise, concerning fraud and other serious problems, abuses, 

and deficiencies ..., to recommend corrective action concerning such 
problems, abuses and deficiencies, and to report on the progress made 
in implementing such corrective action. 


Semiannual Reports: 


(a) Each Inspector General shall, not later than April 30 and 
October 31 of each year, prepare semiannual reports summarizing 
the activities of the Office during the immediately proceding 
six-month periods ending March 31 and September 30. 


Excerpt from Public Law $5-452, as amended. 


Cc 


TABLE OF CONTENTS 


DIGEST 


Statistical Summary ..............-.02 2c eeeees 


PED AtbGabeeteaddesouseecddecesene 


FOLLOWUP ACTIONS 


Followup Actions ..............0ec cece eecees 


APPENDICES 


RIED «94 'on60649064000000006865 
Investigative Activities ................4.4. 
Reports Issued with Questioned Costs ....... 
Reports Issued with Recommendations That 

Funds Be Put to Better Use ............. 
Reports for Which No 

Management Decisions Have Been 

Made within Six Months of Issuance ....... 
Debts Owed to USIA ............. 2c eeeee 


BH DOWDP 


f 


DIGEST 


This report is issued pursuant to the Inspector General Act of 1978, as amended. The 
report covers the activities of this office during the six-month period from October 1, 
1995 through March 31, 1996. 


HIGHLIGHTS OF ACTIVITIES THIS PERIOD 
PROGRAM MANAGEMENT 


# North/South Center - The Office of Inspector General (OIG) reviewed 
program management activities at the University of Miami, North/South 
Center. OIG found that the Center (1) did not have a plan to make its INFO- 
SOUTH data base self-supporting, (2) had not made sufficient use of its library 
collection to justify continued Federal funding of the collection, (3) had 
awarded 54 internal grants totalling $1.3 million noncompetitively, (4) did not 
adequately document and evaluate grant awards and performance, and (5) had 
not established a plan for its publications program. OIG recommended program 
improvements or reduced Federal funding for these activities. (See page 4.) 


@ Exchange Visitor Information System: - OIG reviewed the Exchange 
Visitor Information System which is the United States Information Agency’s 
(USIA) data base for educational and cultural J visa information. OIG found 
that data within the system was inaccurate and not current. For example, 
management did not correct some errors identified in management reports, and 
the process of entering data into the system sometimes took four to five 
months. OIG recommended that USIA improve the accuracy and timeliness of 
the system data base and study the feasibility of obtaining the J visa 
information electronically. Transmitting data electronically could realize cost 
sevings by eliminating the Agency’s over $100,000 data input contract. (See 
page 6.) 


compliance with Office of Management and re coms Circular A-131, 
Value Engineering. OIG found that USIA met most of the minimum 
requirements. However, USIA had not provided value engineering training to 
appropriate personnel, had not developed annual plans for using value 

engineering in USIA programs, systems, and products, and had not ensured — 
the inclusion of specific value engineering funds in annual budget requests to 
OMB. OIG recommended that USIA fully implement the Value Engineering 
Program. (See page 7.) 


FINANCIAL MANAGEMENT 


® Fulbright Commission Audit Reports - OIG reviewed the reports of 
audits conducted by independent auditors for the eight Latin American 
Fulbright Commissions for Fiscal Years (FY) 1°91 through 1994. OIG found 
that auditors for all eight Commissions failed to report on the Commissivns’ 
internal controls and on compliance with laws and regulations as specified in 
USIA’s Manual for Binational Commissions and Foundations. Such reports are 
intended to identify irregularities, illegal acts, and other noncompliancés and 
deficiencies in management control. Based on OIG’s limited analysis of other 
Commissions’ audit reports, failure to report on these matters may be a 
worldwide problem. Because of the nature of binational commissions, USIA’s 
ability to enforce its audit standards is limited. OIG recommended that the 
Bureau of Educational and Cultural Affairs take what steps it could to ensure 
that Commission audits adhere to accounting standards. (See page 7.) 


GRANTS MANAGEMENT 


® American Library Association - OIG audited selected costs claimed by the 
American Library Association under cooperative agreements from January 1, 
1992 to August 31, 1995. OIG questioned $100,487 as unallowable or 
unsupported. For example, the Library Association claimed scholar fringe 
benefits of $62,000 that were not allocable to the agreements. OIG 
recommended that the USIA contracting officer seek reimbursement for the 
unallowable costs and additional documentation for the unsupported costs. 
(See page 8.) 


# National Council for International Visitors - OIG conducted a review to 
determine whether the Council had corrected accounting deficiencies identified 
in OIG’s April 1995 audit report. OIG found that serious accounting 
deficiencies remained. For example, the Council haa no accounting procedures 

and did not maintain a general ledger during FY 1996. Further, OIG noted 
inadequate timekeeping, no allocation of indirect costs, and late submission of 
financial reports to USIA. OIG recommended that USIA’s contracting officer 
defer awarding additional grants to the Council until the deficiencies are 
corrected. (See page 8.) 


OVERSEAS POST MANAGE}iZNT 


® USIA Operations in Japan - Japan is USIA’s most expensive overseas 
post. OIG made several recommendations to enhance the economy and 
efficiency of post operations including consolidating with Embassy offices and 
reduction of staff levels. These recommendations, when fully implemented, are 
projected to save an estimated $2.534 million. (See page 10.) 


STATISTICAL SUMMARY 


Dollar Value ..............5-000: $ 162,267 
C) 

Number More Than Six Months Old......... 16 

Dollar Value .............eeee0e- $5,281,488 

(Appendix C) 


OPERATIONAL ACTIVITIES 


During this period the United States Information Agency (USIA) Office of Inspector 
General (OIG) identified problems pertaining to program management, financial 


management, grants management, and overseas post management. OIG also 
conducted investigations of alleged criminal activities and employee misconduct. 


PROGRAM MANAGEMENT 


NORTH/SOUTH CENTER 


OIG conducted a review of program management activities at the University of 
Miami, North/South Center. The Center’s purpose is to promote better relations 
between the United States and Latin America, the Caribbean, and Canada through 
cooperative study, training, and research. The Office of Management and Budget 
(OMB) had proposed eliminating all funding for the Center in its Fiscal Year (FY) 
1994 budget submission to Congress. However, Congress appropriated $7.7 million 
for FY 1994 and $4 million for FY 1995 Center operations. OIG reviewed USIA 
grants to the Center totalling $15 million for the period January 1, 1991 through 
December 31, 1993. OIG’s major findings were as follows: 


s INFO-SOUTH Data Base 


The Center’s INFO-SOUTH data base provided on-line access to abstracts 
of articles from Latin America’s leading newspapers, mogazines, and 
scholarly journals. Congress originally intended that the Center’s INFO- 
SOUTH data base be self-supporting. However, in 1993, after seven years 
of operation, the Center had only 97 paying subscribers for the data base. 
These subscribers generated only about $45,000 in annual revenues to offset 
the data base’s $1.3 million budgeted costs. 


OIG recommended that the Center establish a business plan designed to 
make the INFO-SOUTH data base self-supporting. The Center stated that 
it would cease operating the INFO-SOUTH data base if subscriber revenue 
did not fund 50 percent of the data base budget by October 1, 1995. The 
Center did not achieve the 50 percent funding level, and USIA has provided 
no funds for INFO-SOUTH beyond 1995. The Center is exploring other 
possible funding sources for the data base. 


® The North/South Library Collection 


The Center established the North/South library collection to assist the 
Center’s research efforts, but OIG found that Center researchers made little 
or no use of the collection. The collection contains about 7,800 Center- 
purchased books and periodicals on Latin America. The Center paid for 
three librarians to acquire and manage the collection, which is located at the 
University of Miami’s Richter Library. OIG recommended that USI/ cease 
funding the North/South library collection. Center officials told OIG that 
they would not expand the collection nor pay for library staff beginning in 
1995. USIA has provided no funding for the collection since 1994. 


= Internal Grants Program 


The Center awarded 54 noncompetitive grants totalling $1.3 million to 
Center employees and University of Miami faculty based on employee and 
faculty unsolicited proposals. The Center awarded the grants under its 
internal grants program which USIA had approved. OIG recommended that 
the Center maximize opportunities for competition to ensure the quality of 
grants awarded under the program and to avoid the perception that the 
purpose of the grants was to benefit the university. The Center director 
agreed that starting in FY 1995, the Center would apply the same 
application requirements to both internal and external grants. 


® Documentation and Evaluation of Grants 


The Center did not maintain adequate supporting documentation for its 
grants, including grant proposals and awards. In addition, the Center relied 
on its grantees to evaluate their own performance and did not routinely 
conduct its own evaluations. OIG recommended that the Center improve its 
grant documentation and conduct independent evaluations of its grantees’ 
performance. Center officials concurred and established revised 
documentation and evaluation procedures. 


® Publication Program 


The Center did not have a publication plan by which to measure the 
effectiveness of its publications program. The Center publishes books, 
journals, and conference papers to foster the exchange of information among 
the nations of the hemisphere. OIG recommended that the Center establish 
such a publication plan, and Center officials concurred. USIA officials 
commented that the Center appears to have strengthened its 

program significantly during 1995, following implementation of OIG’s 
recommendation. 


EXCHANGE VISITOR INFORMATION SYSTEM 


OIG conducted a followup review of the automated Exchange Visitor Information 
System. This system is USIA’s data base for educational and cultural visa (J Visa) 
information. USIA’s Office of Genera] Counsel uses the data base to accumulate and 
report data on approximately 1,200 exchange programs and about 110,000 
participants entering the United States arnually. 


In reports dated July 1991 and February 1990, OIG and the U.S. General Accounting 
Office (GAO), respectively, identified inaccurate, unreliable, and untimely data in the 
system. During 1992 USIA redesigned the system to correct computer system 
weaknesses identified by OIG and GAO. OIG found that the redesigned system 
software was adequate for Agency program requirements, but that data within the 
system was still inaccurate and not current. 


For example, OIG found that management had not corrected data base errors 
identified in management reports. In addition, OIG found delays of four to five 
months in processing data into the system. Most of the delays were due to USIA not 
sending completed J Visa authorization forms to the data input contractor until a 
certain number of forms had been collected. In addition, USIA did not ensure that its 
contractor met contract delivery provisions. OIG recommended that USIA minimize 
the delays and provide for timely correction of all inaccurate data base entries. 


OIG also recommended that USIA study the feasibility of electronically transmitting 
J Visa data from the organizations preparing the data to the Exchange Visitor 
Information System data base at USIA. Transmitting data electronically could allow 
USIA to realize cost savings by phasing out the over $100,000 annual contract for 


processing participant information. 


USIA agreed with OIG’s recommendations. Processing delays were reduced to two to 
three weeks, and USIA is evaluating options for the electronic transfer of J Visa data. 


GRANT-RELATED TRAVEL 


In a 1994 report, OIG identified serious control weaknesses over the processing of 

travel invoices. For example, USIA could not assure that refunds for 
canceled airline tickets were being credited to USIA. In a followup review, OIG 
assessed existing USIA controls over grant-related travel and proposed procedures 
to strengthen controls and improve the economy and efficiency of financial operations. 
In developing proposals for new procedures and automated forms, OIG worked with 
financial, program, and technical officials from the Buresu of Management and the 


Bureau of Educational and Cultural Affairs. OIG designed its proposals to be 
compatible with USIA efforts to develop a system for improving grants management. 


USIA’s VALUE ENGINEERING PROGRAM 


OIG reviewed USIA’s implementation and compliance with OMB Circular A-131, 
Value Engineering. A June 1993 revision of the circular requires Inspectors General 
to review the programs after two years. OIG found that USIA met most of the 
minimum requirements of the circular. For example, USIA designated a senior 
management official to monitor and coordinate Agency value engineering efforts, and 
submitted annual reports to OMB as required. However, USIA had not provided 
value engineering training to personnel involved with the program; had not developed 
annual plans for using value engineering in Agency programs, systems, and products; 
ana had not ensured the inclusion of specific value engineering funds in annual 
budget requests to OMB. 


USIA agreed with OIG recommendations to implement and comply with the circular 
requirements. USIA also reassigned the function to coordinate and monitor Agency- 
wide value engineering activities. 


FINANCIAL MANAGEMENT 
FULBRIGHT COMMISSION AUDIT REPORTS 


In accordance with USIA’s Manual for Binational Commissions and Foundations, 
these organizations obtain annual audits by a Certified Public Accountant or 
Chartered Accountant. The audits are to cover the organization’s accounting system, 
financial records and statements, and operating procedures. The Commissions are to 
submit the audit reports to USIA for review by OIG. 


OIG reviewed the audit reports for the eight Latin American Fulbright Binational 
Commissions for FY 1991 through FY 1994. OIG found that all eight Commission 
audit firms failed to report on internal controls and on compliance with laws and 
regulations, as specified in the manual. Such reports are intended to identify 
irregularities, illegal acts, and other noncompliances and deficiencies in management 
control. The treasurer of each Commission is responsible for taking action on any 
audit recommendations. Based on a limited analysis of reports on other Coi missions, 
failure to report on interna! controls and compliance may be 2 worldwide problem. 


The Commissions administer the Fulbright Program under the terms of executive 
agreements between the United States and the respective countries. USIA’s manual, 
which sets forth the audit standards, is advisory only. Consequently, USIA’s ability 
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to enforce its audit standards is limited. OJG recommended that the Bureau of 
Educational and Cultural Affairs take what steps it could to ensure compliance with 
its audit standards. The Bureau concurred. 


GRANTS MANAGEMENT 
AMERICAN LIBRARY ASSOCIATION 


The American Library Association manages the Library/Book Fellow Program for 
USIA. As a follew up to a 1995 audit of the American Library Association, OIG 
selectively audited costs claimed under cooperative agreements between January J, 
1992 and August 31, 1995. OIG found conditions similiar to those found in the prior 
audit and identified $100,487 in questioned costs. For exampie, the Library 
Association claimed scholar fringe-benefit costs of $62,170 for health and accident 
insurance. These costs were not allocable to the agreements because USIA had 
already paid health and accident insurance for scholars separately. In addition, the 
Library Association purchased $7,528 of computer equipment which the 

prohibited. OIG’s avdit also identified $27,894 in unsupported costs. OIG 
recommended that the contracting officer scek reimbursement for the $100,487 in 
ineligible costs and additional documentation for the unsupported costs. 


NATIONAL ENDOWMENT FOR DEMOCRACY - GRANTEE COST RATE 
REVIEWS 


USIA’s Office of Contracts requested that OIG review indirect cost rate 

covering FYs 1993 and 1994 submitted by the four core grantees of the National 
Endowment for Democracy. The core grantees were the Center for International 
Private Enterprise, the Free Trade Union Institute, the International Republican 
Institute, and the National Democratic Institute for International Affairs. OIG 
analyzed the proposals, including specific inclirect costs such as fringe benefits and 
overhead, to determine if the rates should be approved. OIG recommended approval 
of the indirect cost rates proposed by the grantee organizations with the exception of 
the Free Trade Union Institute. OIG fornd that the Free Trade Union Institute 


required a downward adjustment of its proposed FY 1994 rate from 21.65 percent to 
about 23 percent. 


NATIONAL (COUNCIL FOR INTERNATIONAL VISITORS 

OIG performed a followup review of the National Council for International Visitors 
accounting system to evaluate actions taken to correct weaknesses identified in an 
OIG report issued in April 1995. OIG found that se: ous inadequacies remained 
concerning the Council’s accounting function and procedures which impacted the 


Council’s ability to comply with the financial requirements of its grant agreements. 
For example, the Council had no written accounting procedures and did not maintain 
a general ledger during FY 1996 to record accounting transactions. In addition, OIG 
found that the Council had inadequate timekeeping and payroll ccst allocation 
procedures, did not allocate indirect costs, and did not submit its quarterly financial 
reports to USIA on time. OIG recommended that USIA’s contracting officer require 
the Council to correct the identified deficiencies, and defer awarding additional! grants 
to the Council until the deticiencies are corrected. 


NONFEDERAL AUDITS OF NONPROFIT ORGANIZATIONS 


OMB Circular A-133, Audits of Institutions of Higher Education and Other Nonprofit 
Organizations, establishes audit requirements for colleges, universities, and nonprofit 
organizations receiving Federal awards. Non-Feder=i auditors employed by public 
accounting firms conduct the audits. OIG reviews all audit reports involving USIA 
funds and is responsible for approving those audit reports on organizations over 


During this six-month reporting period, OIG conducted desk reviews on 19 audits 
covering $37.5 million over which USIA has cognizance. This left a total of 83 audit 
reports still in process at the end of the period, as follows: 


Grant Amount 
Reports (In millions) 
Beginning Inventory 73 $254.0 
Reports Received 29 43.2 
Desk Reviews Completed 19 __ 37.5 
Ending Inventory 83 $259.7 


OIG submitted the 19 desk reviews to USIA’s Office of Contracts, recommending that 
they resolve questioned costs totalling $10,729 and assure correction of grantee 
internal control weaknesses and items of noncompliance. 


In addition, in January 1996 OIG participated in a working group with the US. 
Agency for International Development, the World Bank, and other host government 
audit institutions and international donors in Latin America and the Caribbean. The 
group is working together to develcp uniform criteria for audit report quality control 
reviews and qualifications of auditing firms. 


OIG also prepared and issued a guide for nonprofit organizations on cost principles 
and procedures for establishing indirect cost rates required by OMB Circular A-122. 


OIG audits of USIA grantees had disclosed a need for greater understanding of OMB 
requirements by nonprofit organizations. The guide is available through the Internet, 
including the USIA home page and FinanceNet. 


Finally, OIG participated with the Office of Contracts in a grants training session for 
the Bureau of Educational and Cultural Affairs. OIG discussed audit requirements 
under OMB Circular A-133 and common problems disclosed in OIG audits of USIA 


grantees. 


OVERSEAS POST MANAGEMENT 


USIA OPERATIONS IN JAPAN 


OIG inspected the United States Information Service (USIS) Japan in May 1995. This 
post consists of the country office, located in the American Embassy in Tokyo, and six 
branch posts referred to as American Centers in Tokyo, Osaka, Nagoya, Fukuoka, 
Kyoto, and Sapporo. 


OIG found that USIS Japan provides active and strong support fc. the Ambassador 
and Mission components. However, the cost for this support is high at a time of 
severe U.S. Government budget cutbacks. The FY 1995 budget was over $20 million. 
Accordingly, with high, and possibly escalating, property costs and the fluctuations 
in the value of the dollar, OIG made several recommendations to enhance the 
economy and efficiency of post operations. 


® Reductions in Post Operating Costs Recommended 


OIG recommended cost reduction options totaling $2.534 million including 
consolidation of USIS centers and the Department of State facilities, 
consolidation of staff positions, reduction in the number of USIS American 
Centers, and reductions in staff level. To date, actions taken have resulted 
in savings of $2.18 million, including $900,000 in annual operating costs 
and $1.28 million in annual salary expenditures. Action on a 
recommendation to move the American Center in Tokyo into the Embassy 
was discussed at post. Representatives of USIA and the Department of 
State concluded that the Center’s separate location will be maintained for 
the present. Should further Agency budget reductions occur the discussions 


may be reopened. 


10 


® Centralized Information Delivery System Needed 


OIG found that USIS Japan had succeeded in automating and modernizing 
its computer programming. For example, the post had implemented 
innovations such as Pro-Quest, Internet, Robfax, and on-line data services, 
all of which resulted in improved information delivery. OIG recommended 
that the post plan to build a modern system that would be usable for 
several years. That system would centralize information technology in 
USIS Tokyo, making it the distribution center for Agency information 
throughout Japan. In that regard, USIA headquarters should continue 
sharing its plans for modernization of its own worldwide communication 
network and techniques with major overseas posts such as USIS Japan. 
Within the capabilities of the telecommunications links in Japan, OIG 
expects that application of these centralized delivery systems would enable 
the post to downsize the centers by eliminating some reference and 
information resource services. 


The Agency agreed with most of the recommendations, including reductions in 
staffing levels, closing the American Center in Kyoto, and exploring long-range 
technology improvements in information delivery. The merger of the American Center 
in Tokyo with Embassy Tokyo is being held in abeyance. 


INVESTIGATIONS 


During this period, OIG initiated five investigations and closed 27. Forty-nine 
investigations remained open at the conclusion of the reporting period. Of the 49 
that remained open, 35 were pending further investigative activity, 10 were referred 
to the Department of Justice for review, and four were referred within USIA for 
administrative or disciplinary action. There was no hotline activity during this 
reporting period. (See Appendix B.) 
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FOLLOWUP ACTIONS 


Previous Report: 


OIG audits of five USIA-sponsored English teaching programs in Yemen, 
Jordan, Syria, and Algeria found that the programs lacked effective controls. 
Also, three program directors did not restrict enrollment to specific targeted 
audiences or prepare statistical reports identifying students by category. In 
addition, in January 1993, USIA had suspended the two English teaching 
programs in Algeria because of political unrest in that country. However, the 


post was continuing to lease the building used for the English teaching 
program. (Semiannual Report, March 31, 1995, pages 2 and 13) 


Action: 


The posts were advised to have their country plans reflect USIA English 
teaching program goals and objectives; to direct these programs at 
Distribution and Records System members and to prepare accurate 
progress reports on the types of students trained; and to establish policies 
and procedures concerning training programs for non-target audiences. In 
addition, the post in Algeria terminated the building lease for the English 
teaching program, and disposed of excess property. 


Previous Report: 


OIG found that a devaluation of the local currency in Sanaa, Yemen could 
jeopardize the English teaching program’s financial viability because of an 
immediate loss in the value of funds needed for future operations. OIG also 
found that Sanaa language institute fee collections had contributed to an 
excessive buildup of local currency at the embassy. (Semiannuail Report, 
September 30, 1995, page 1) 


Action: 


Syria and Yemen both experienced currency devaluations. USIA worked 
closely with these posts to restructure their programs and to prepare more 
accurate financial plans. In addition, the post has increased the percentage 


of local currency expenditures versus U.S. dollar expenditures to use up 
the excess local currency and help prevent future excesses. 
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FINANCIAL MANAGEMENT 


Previous Report: 


OIG found that USIS Rangoon’s administrative management specialist 
improperly used about $37,000 of undeposited fee collections for post expenses 
unrelated to the English teaching and publications programs. OIG 
recommended improved management controls and additional training for the 
former USIS Rangoon public affairs officer. (Semiannual Report, September 30, 
1995, page 3) 


Action: 


The Bureau of Management has taken steps to provide additional training 
in management controls to all public affairs officers assigned to posts 
where there are direct English teaching programs. The Office of Human 
Resources will require the former USIS Rangoon public affairs officer to 
participate in appropriate training during the officer's next visit to 
Washington. 


' Previous Report: 


OIG reviewed management controls over the American Express Government 
Travel Payment Program. OIG found that USIA monitoring procedures did not 
prevent USIA employees from misusing or making untimely payments on their 
individual American Express Government accounts. In addition, USIA 
maintained centrally billed American Express accounts which the Agency’s 
travel management contractor used to charge airline and rail transportation 
expenses of USIA and its grantees. OIG found that about $780,000 out of 
$2,200,000 in centrally billed accounts was delinquent. (Semiannual Report, 
September 30, 1995, page 2) 


On October 17, 1995 USIA issued a new announcement on the American 
Express Government Charge Card Program. The announcement reiterated 
employees’ responsibilities under the program. It also detailed a training 
session to help program coordinators service and monitor their Agency 
elements. 
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GRANTS MANAGEMENT 
Previous Report: 


In March 1994, OIG recommended against using grants for representational 
activities. In one case, OIG recommended the recovery of $537 for such use of 
a grant. (Semiannual Report, September 30, 1994, page 17) 


Action: 


USIA management advised that action had been initiated to recover the 
$537 from the USIA officer who improperly used the grant funds. The 
officer was notified of the obligation to pay on April 21, 1995. The Office 
of the Comptroller was also notified of the need to request payment from 
the officer. To date, the $537 has not been repaid. 


OVERSEAS POST MANAGEMENT 
Previous Report: 


Two OIG inspection reports, "The USIA’s Relations with Binational Centers" 
and "Alternatives for Conducting Programs Overseas," highlighted the need for 
USIA to better define its relationships with binational centers and i 
methods for better management of grants to those centers. In addition, OIG 
found that the Agency needed to address systemic problems associated with 
geen eee t by overseas posts. (Semiannual Report, September 30, 
1995, page 


Action: 


acquisition 

standards. The proposal is to replace a portion of USIA’s Manual of 
Operations and Administration. The effort will encompass 
recommendations made by OIG to improve grants management, define the 
relationship between USIS posts and binational centers, and improve 
English teaching programs. The updated manual will include the 
of the National Performance Review, the Office of Federal 


Procurement Policy, and Federal acquisition regulations. 
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ERRATA 


The OIG July 1995 inspection report on USIS Mexico, identified $86,584 in 
questioned costs, including $2,584 in unspent funds by a USIA grantee. The OIG 
report recommended that the post recover the unspent funds. The last Semiannual 
Report contained an incorrect amount that the post should have recovered from the 
grantee. The correct amount that should have been recovered was $2,584. The post 
has recovered that amount. 


REPORTS ISSUED 
Number! Questioned Costs Funds Put to 
lesue Dete Title Total Unsupported Better Use 


$3,197 $1,153 
33,672 
24,911 

100,487 27,894 


$100,000 


02/01/96 


Title Total 
Audit Reports for the Eight 
Fulbright Commissions of Latin 
America for FY 1991-1994 


Office 


United States-israei 
Educational Foundation 


TOTALS: $162,267 
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$29,047 


Funds Put to 
Better Use 


$2,534,000 


$2,634,000 


INVESTIGATIVE ACTIVITIES 

Investigations 

Pending Beginning of Period .....................-.- 71 

Opened During Period ..................2 ce eeeeeees 5 

Closed During Period - All Actions Complete ........... 27 

Pending End of Period .................-eeeeeeeees 49 

Pending Further Investigation..................... 35 

Pending Department of Justice Review .............. 10 

Pending Administrative Action ..................... 4 
Investigative Results 

Disciplinary Actions Taken ................02-eeeee: 4 

Recoveries and Restitutions ..................2eeee8: 0 


APPENDIX C 


REPORTS ISSUED WITH QUESTIONED COSTS 


1 Reports for which no 
decisions were made 
by the end of the 


reporting period: 


IV Reports for which no 
decisions were made 
within six months 
of lesuance: 
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’ Amounts are also included in Total Costs. 
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Dollar Value of 


(in thousands) 
Total Unsupported 
Costs __Costs* _ 


$5,282 $3,300 
162 29 
$5,444 $3,329 
0 0 

0 Qo 
$5,444 $3,329 
$5,282 $3,300 


REPORTS WITH RECOMMENDATIONS 
THAT FUNDS BE PUT TO BETTER USE 


Number of Dollar Value 
_Reports_ (in thousands) 
i Reports subject to a 
decision by management: 
a. issued during prior 
reporting periods 0 0 
b. issued during current 
reporting period 2 $2,634 
Total 2 $2,634 
" Reports for which decisions 
were made during this period: 
a. Recommendations with which 
management agreed 2 $2,634 
b. Recommendations with which 
management did not agree 0 QO 


REPORTS FOR WHICH NO MANAGEMENT DECISIONS 
HAVE BEEN MADE WITHIN SIX MONTHS OF ISSUANCE 


According to staff in USIA’s Office of Contracts, the staff is working towards making 
decisions on 16 reports for which no management decisions have been made within 
six months of issuance. The Office of Contracts did not make any final decisions on 
outstanding audit reports during the reporting period because of new assignments 
such as the National Performance Review, work restructuring and realignment, and 
other priority work. In three cases, decisions were deferred pending completion of 
investigative actions. 


AMERICAN COUNCIL OF LEARNED SOCIETIES 


An OIG report on the Council and its two affiliates, issued September 28, 1990, 
identified questioned costs, accounting system deficiencies, and excess draw 
downs of grant funds. The Office of Contracts resolved the accounting system 
recommendations and the excess draw downs of grant funds. However, the 
Office of Contracts deferred action on $44,957 pending further information 
from OIG. OIG provided the information to the Office of Contracts in April 
1995. (Report No. A-90-29) 


INTERNATIONAL DEVELOPMENT EXCHANGE 


In a report on the Exchange, issued November 4, 1992, OIG made 
recommendations on questioned costs of $59,498. OIG also conducted an 
investigation. The Office of Contracts deferred a decision on questioned costs 
pending final action on the investigation. (Report No. A-92-24) 


In a report on the Center, issued March 25, 1994, OIG recommended that 
USIA seek reimbursement of $1,507,261 in questioned costs. Approximately $1 
million of the questioned costs resulted from an inequitable allocation of 
indirect costs to the Center. The Department of Health and Human Services, 
which has audit cognizance, established new indirect cost rates. However, 
USIA’s Office of Contracts deferred action on about $480,000 in remaining 
questioned costs pending further consultation with the Bureau of Educational 
and Cultural Affairs. (Report No. ARR-94-03) 
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DELPHI INTERNATIONAL GROUP 


In a report on Delphi, issued March 11, 1994, OIG questioned grant costs 
totaling $202,188, including sabbatical leave for Delphi’s chairman and 
excessive grant fund draw downs. USIA’s Office of Contracts deferred action 
on this matter until there is a final resolution of OIG’s investigation. (Report 
No. ALR-94-03) 


In addition, in a report on Delphi, issued December 3, 1992, OIG questioned 
grant costs totalling $253,772 including about $150,600 improperly used to 
support Delphi's privete affiliates in violation of its grant agreement with 
USIA. USIA’s Office of Contracts deferred action on this matter until there is 
a final resolution of OIG’s investigation. (Report No. A-92-23) 


AMERICAN FIELD SERVICE INTERCULTURAL PROGRAMS 


In a report on the Service issued March 14, 1994, OIG questioned $236,600, 
$177,000 of which were unsupported administrative costs. OIG recommended 
that the Service establish an appropriate indirect cost rate for all future 
grants. USIA’s Office of Contracts established an indirect cost rate which 
allowed the $177,000 in unsupported administrative costs. However. USIA’s 
Office of Contracts deferred a decision on $59,600 pending further information 
from OIG. The information was provided in September 1995. (Report No. ARR- 
94-05) 


FESTIVAL OPERATING COMPANY 
In a report on the Operating Company issued December 5, 1994, OIG 
questioned $881,905, $326,954 of which were unauthorized or unallowable 
costs. (Report No. ARR-95-01) 
AMERICAN-MIDEAST EDUCATIONAL AND TRAINING SERVICES 
In a report on American-Mideast issued December 5, 1994, OIG questioned 
$72,394, $27,331 of which were unsupported (Report No. ARR-95-02) 


GREATER BUFFALO ATHLETIC CORPORATION 


In a report on the Corporation issued March 14, 1995, OIG questioned 
$2,306,884 in administrative costs. USIA’s Office of Contracts deferred a 
decision on the questioned costs until OIG could review the corporation’s 
response to the OIG report. OIG provided its review to the Office of Contracts 
on September 8, 1995. (Report No. ARR-95-03) 


In a report on the Center issued April 27, 1995, OIG questioned $23,331, 
$17,323 of which were transportation costs that exceeded the amount allowed 


im: the cooperative agreement. (Report No. ARR-95-09) 
NATIONAL COUNCIL FOR INTERNATIONAL VISITORS 
In a report on the Council issued April 25, 1995, CiG questioned $239,091 as 
being unallowable or unsupported. (Report No. ARR-95-10) 
COUNCIL FOR INTERNATIONAL EXCHANGE OF SCHOLARS 
In a report on the Council issued August 18, 1995, OIG questioned $191,311, 
$165,188 of which lacked documentation. (Report No. ARR-95-11) 
AMERICAN LIBRARY ASSOCIATION 
In a report on the Association issued August 18, 1995, OIG questioned 
$158,790, $28,217 of which were to purchase computers that were not approved 
in the cooperative agreement. (Report No. ARR-95-15) 
CENTER FOR INTERNATIONAL PRIVATE ENTERPRISE, INC. 


In a report on the Center issued September 28, 1995, OIG questioned $143,843 
that were not spent. (Report No. ALR-95-11) 


In a report on the Association issued September 29, 1995, OIG questioned 
$48,515, $11,233 of which were for program income not credited to the 
cooperative agreements, lodging costs that exceeded Federal Travel Regulation 
limits, and unallowable travel and entertainment costs. (Report No. ARR-96- 
16) 


GRADUATE SCHOOL, U.S. DEPARTMENT OF AGRICULTURE 


In a report on the School issued September 29, 1995, OIG questioned $114,556, 
a eee as ae See 


APPENDIX F 


DEBTS OWED TO USIA 


The Senate Committee on Appropriations Report on the Supplemental Appropriations and 
Rescission Bill of 1980 requires agencies to report on debts owed. The following chart shows 
preliminary, unaudited figures provided by USIA on appropriation-funded debts that were 
owed, overdue, or resolved during the six-month period that ended March 31, 1996. 


Resolved 
Balance Overdue During Period 
September 30, 1995 $683,637 $362,801 $196,155 
March 31, 1996 $654,832(1) $374,019(2) $140,295(3) 


(1) Includes new debts accrued (during six months) of $111,817. 
(2) Overdue accounts include two bankruptcy cases: 

a. $77,904 

b. $ 2,271 


(3) Includes cash refunds, compromises, waivers, and write-offs. 


APPENDIX G 


INDEX OF INSPECTOR GENERAL ACT REPORTING REQUIREMENTS 
CROSS-REFERENCED TO THIS SEMIANNUAL REPORT 
The following information, as requested by OMB memorandum dated October 26, 1992, sets 
forth OIG’s compliance with Section 5 of the Inspector General Act of 1978, as amended: 
5 (aX1) Significant problems, abuses, and Digest 
deficiencies this period (Pages 1-3) 
5 (aX2) Recommendations for corrective Operational Activities 
action regarding the above (Pages 4-11) 
5 (aX3) Significant recommendations in Followup Actions 
previous reports not completed (Pages 12-15) 
5 (aX4) Matters referred to prosecutive Investigations 
authorities (Page 11) 
5 (aX5) Reports made to Agency head under None 
section 6(bX2) 
5 (aX6) Listing of audit reports with cost data | Appendix A 
(Pages 16 and 17) 
5 (aX7) Summary of each significant report Operational Activities 
(Pages 4-11) 
5 (aX8) Statistical tables showing Appendix C 
(A),(B), management decisions on questioned | (Page 19) 
(C),(D) costs 
5 (aX9) Statistical tables showing Appendix D 
(A),(B), management decisions on (Page 20) 
(C),(D) recommendations that funds 
be put to better use 
5 (aX10) Summary of audit reports for which Appendix E 
no management decisions have been | (Pages 21-23) 
made within six months of issuance 
5 (aX11) Significant revised management None 
decisions 
5 (aX12) Significant management decisions None 
with which the Inspector General 
disagrees 
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